Hearing Examiner
AUS 02 2010

BEFORE THE COMMISSIONER OF SECURITIES AND INSURANCE
OFFICE OF THE STATE AUDITOR
STATE OF MONTANA
IN THE MATTER OF: CASE NO.: SEC-2010-82
ACN, INCORPORATED

1000 Progress Place
Concord, NC 28025,

TEMPORARY CEASE AND DESIST
AND OPPORTUNITY FOR HEARING

GREGORY PROVENZANO, individually and
in his capacity as President of ACN, Inc.;
ROBERT STEVANOVSKI, individually and
in his capacity as Chairman of ACN, Inc.;
ANTHONY CUPISZ, individually and in his
capacity as Vice President of ACN, Inc.; and
MICHAEL CUPISZ, individually and in his
capacity as Vice President of ACN, Inc.,

R i i S e N i S A

Respondents.

The Commissioner of Securities and Insurance of the State of Montana (Commissioner),
pursuant to the authority of the Securities Act of Montana, Mont. Code Ann.§ 30-10-101, ef seq.,
hereby sets forth the following allegations of fact, conclusions of law, order to cease and desist,
and notice of right to a hearing:

ALLEGATIONS OF FACT

1. On or about March 22, 2010, the Department received a complaint regarding

ACN from a Montana citizen. The complaint indicated the complainant had invested $499 with

ACN for the “right to sell phone services.” However, the services are not widely available in
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Montana. According to the complainant the only way to obtain a return on the investment with
ACN in Montana is to recruit new participants who are then required to also recruit new
participants.

2. ACN notice-filed as a multi-level marketing company in Montana. The filing
documents identify Provenzano, Stevanovski, A.Cupisz and M. Cupisz as the principals for the
company. Provenzano is identified as President of ACN. Stevanovski is identified as the
Chairman of ACN. A.Cupisz and M.Cupisz are identified as Vice Presidents for ACN.
Provenzano, Stevanovski, A.Cupisz and M. Cupisz are also the founders of ACN.

3. The Department relied on standard investigation practices and obtained
information from ACN regarding the complainant’s allegations. After reviewing the
documentation provided by ACN, the Department determined the following:

a. Compensation to ACN participant investors is derived from either monthly
commissions from the use of the phone services and/or from “customer acquisition bonuses”
(CAB).

b. ACN documents include a statement highlighted by borders indicating “the
bottom line in building your ACN business is that you are acquiring customers and sponsoring
‘customer getters’ in order to build a residual income for yourself.” Attached hereto as Exhibit
A is a copy of this document provided to the Department by the Montana complainant.

c. The CAB are only payable when the recruited individuals become customers of
the telecommunications service. Thus, in Montana the only compensation for members in ACN
is recruitment of others to sell the product that is not available for use in Montana.

d. The $499 investment is a membership fee for which the investor receives an

internet download of “essential marketing tools,” including a training kit and “back-office
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services” necessary to sell the teiecommunications service ACN offers. The investment also gets
the investor five points toward his/her first step on the pyramid. Attached hereto as Exhibit B is
a copy of the compensation plan provided to the Department by ACN. There is an annual
renewal fee, as well, as seen in the ACN IR Agreement, attached hereto as Exhibit C.

4. The ACN compensation plan overview provided to the Department by ACN
clearly shows by illustration the pyramid scheme. In order to progress in the company,
participant investors must recruit other participants to sell the service that is not usable in
Montana.

3. Additionally, the ACN overview page (Exhibit A) provided by the Montana
complainant clearly illustrates the pyramid scheme in section (5). Then in section (7) of the
overview, ACN shows the only two ways to earn compensation is by acquiring
telecommunication services customers or participants. Because Montanans in particular are
unable to use the telecommunications services, the only way to be compensated is to recruit other
ACN participants.

6. Participant investors are provided an Independent Representative Agreement (IR
Agreement) when they become “members.” See Exhibit C. It appears from these IR
Agreements that the $499 investment is a “fee” to become a “team trainer” for recruitment
purposes and pays for the “essential marketing tools” of recruitment.

L Participant investors are promised a certain rate of return based on the numbers of
recruits they obtain for ACN, as set forth in the ACN overview. See Exhibit B. For example,
ACN tells participant investors they will receive $ 3,000 monthly if they become an Executive
Team Trainer (ETT). See Exhibit A. In Section (9) of the Exhibit A overview it appears an

ETT must recruit two qualified team trainers (QTT). Alternatively, if a participant investor
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recruits two QTTs who recruit two additional QTTs and each participant investor acquires 20
customers, the investor’s “overriding residual income” could be as much as $11,000 per month.
The further up the pyramid participant investors are able to progress, the higher the
compensation promised.

8. In 2009, ACN recruited over 300 Montana participant investors. Upon reviewing
documentation provided by ACN, the Department determined ACN reported 312 Montana
participant investors paid approximately $234,813.02 for monthly fees, membership rencwals,
supplies and convention fees in 2009. During the same period, ACN's Montana participant
investors received only $16,615.08 in compensation. The compensation was primarily paid for
obtaining new participant investors, rather than for selling the telecommunications services
allegedly offered by ACN. In fact, a mere $896.86 was paid as compensation to Montana
participant investors for direct sales of the telecommunications services to non-participants.

9. In 2008 ACN had 91 Montana participant investors. A review of the
documentation provided by ACN indicates a reported 91 Montana participant investors paid
approximately $61,741.69 for monthly fees, membership renewals, supplies and convention fees
in 2008. Only two of the 2008 Montana participant investors received more than $600 in
compensation - one received approximately $700 and the other received approximately $696.
The 2008 compensation was primarily paid for obtaining new participant investors, rather than
for the telecommunications services allegedly offered by ACN. In fact, a mere $783.06 was paid
as compensation to Montana participant investors for direct sales of the communication services
to nonparticipants.

10.  ACN promotes its pyramid scheme through an internet website, local “seminars”

and urban conventions.
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CONCLUSIONS OF LAW

L. The Montana State Auditor is the Commissioner of Securities (Commissioner)
pursuant to Mont. Code Ann. §§ 30-10-107, 2-15-1901.

2. The Commissioner has jurisdiction over this matter pursuant to Mont. Code Ann.
§§ 30-10-102, 30-10-107, 30-10-201, 30-10-202, 30-10-301, 30-10-304, 30-10-305, 30-10-309,
and 30-10-325.

7 The administration of the Securities Act of Montana (“Act”), Mont. Code Ann. §
30-10-101, et seq., is under the supervision and control of the Securities Commissioner, pursuant
to Mont. Code Ann. § 30-10-107.

4. The Commissioner shall administer the Securities Department to protect investors
pursuant to Mont. Code Ann. § 30-10-102.

5. Respondents promoted and operated a pyramid promotional scheme selling a
sales plan in which participant investors receive consideration primarily from the recruitment of
other participants in the plan rather than from the sale of an actual product or service. Mont.
Code Ann. § 30-10-324 (6) (a) and (c).

6. Respondents violated the Act when they promoted and operated a pyramid
promotional scheme in Montana pursuant to Mont. Code Ann. § 30-10-325.

3 Respondent’s IR Agreements represent investment contracts through the terms of
the IR Agreement and its references to the compensation plans pursuant to the definition of a
“security” at Mont. Code Ann. § 30-10-103 (22) and SEC v. W.J. Howey Co., 328 U.S. 293
(1946) because Respondents require an investment of money to participate in a common

enterprise where the participant investors have an expectation of profit and said profit is derived
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from the efforts of the recruits the participant investors obtain, rather than from the sale of some
product or the provision of some service by the investor.

8. Respondents violated Mont. Code Ann. § 30-10-201 when, in connection with the
above promotion of a pyramid scheme, they offered ACN IR Agreements to persons in Montana
without first being registered either as an issuer or as securities salespersons in Montana.

9. Respondents violated Mont. Code Ann. § 30-10-202, by offering the IR
Agreements that constitute investment contracts, and therefore are securities, to persons in
Montana without first registering these securities in Montana.

10.  Respondents violated Mont. Code Ann. § 30-10-301 (1) (b), by failing to disclose
the following material facts which were necessary to disclose in order to make the statements
made about the investment in light of the circumstances under which they were made not
misleading:

a. that at all times material hereto, the ACN IR Agreements were not registered as
securities in Montana;

b. that at all times material hereto, the ACN program is an illegal pyramid
promotional scheme;

c. that Respondents made fraudulent statements of material fact when they
represented that the program was legitimate in order to encourage participation in
the program; and

d. that Respondents made misleading statements when marketing the availability of

the telecommunications services in the state of Montana.
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11.  Respondents violated Mont. Code Ann. § 30-10-301 (1) (c) by engaging in an act,
practice and course of business that acts as a fraud and deceit on persons in Montana by
promoting a program that constitutes an illegal pyramid promotional scheme.

12. Respondents violated Mont. Code Ann. § 30-10-301 (1) (c) by engaging in an act,
practice and course of business that acts as a fraud and deceit on persons in Montana by making
false representations regarding the ACN program to at least 312 Montana citizens in 2009 and 91

Montana citizens in 2008.

CEASE AND DESIST ORDER

Pursuant to Mont. Code Ann. §§ 30-10-305, it appears to the Commissioner that the
above-named Respondents have engaged, are engaged, or are about to engage in acts or practices
constituting violations of the Securities Act of Montana, Montana Code Ann. § 30-10-101 ef seq.

i Therefore, IT IS HEREBY ORDERED that the Respondents, their agents,
employees, and all other persons participating in or about to participate in the above-described
violations with knowledge of this Order shall immediately cease and desist from:

a. violating Mont. Code Ann. § 30-10-325(1) by promoting, conducting, or
causing to be promoted or a conducted a pyramid promotional scheme;

b. engaging in any other act, practice, or course of business that violates any
section of the Securities Act of Montana.

2. IT IS FURTHER ORDERED that, pursuant to Mont. Code Ann. §§ 30-10-
305(3), the Commissioner will determine whether to impose a fine of up to five thousand dollars
(85,000) against each Respondent for multiple violations of Mont. Code Ann. § 30-10-101 et
seq., unless the Respondents request a hearing and show cause why the penalty should not be

imposed.
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3. IT IS FURTHER ORDERED that this Order is effective immediately and (i)
shall continue in full force and effect until ten days after the hearing examiner issues proposed
findings of fact and conclusions of law and a proposed order or (ii) becomes final if the person to
whom notice is addressed does not request a hearing within 15 days after receipt of the notice.

PENALTIES

Pursuant to Mont. Code Ann. § 30-10-306(1), any willful violation of this cease and
desist order and/or the provisions of the Montana Securities Act may be punished by
imprisonment for not more than ten years and/or a fine not exceeding five thousand dollars
(85,000) per violation. Pursuant to Mont. Code Ann. § 30-10-325, a person who conducts or
promotes or causes to be conducted or promoted a pyramid scheme may be punished by
imprisonment for not more than ten years and/or a fine not exceeding ten thousand dollars
($10,000).

NOTICE OF RIGHT TO HEARING

You are entitled to a hearing and to respond to this Temporary Cease and Desist Order
and to present evidence and arguments on all issues involved in this case. If you wish to contest
the allegations herein, you must make a written request for a hearing within 15 days of receipt of
this Order to Roberta Cross Guns, Office of the Commissioner of Securities and Insurance,
Montana State Auditor, 840 Helena, Avenue, Helena, MT 59601. The hearing shall then be held
within 20 days of the Commissioner’s receipt of the hearing request unless the time is extended
by agreement of the parties. If you do not request a hearing and the Commissioner orders none,
this Order shall become permanent, and the above allegations will be declared the findings of

fact and the above conclusions of law will be declared the final conclusions of law.
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Should you request a hearing, you have the right to be accompanied, represented and
advised by an attorney. If the attorney you choose has not been admitted to the practice of law in
the state of Montana, she or he must comply with the Montana State Bar for appearing pro hac
vice, the requirements of Application of American Smelting and Refining, Co., 164 Mont. 139,
520 P.2d 103 (1973), and Montana Supreme Court Comm’n on the Unauthorized Practice of
Lawv. O’Neil, 334 Mont. 311, 147 P.3d 200 (2006). If you request a hearing, you will be given
notice of the date, time, and place of the hearing.

DATED this ﬁ day of August, 2010.

MONICA J. LINDEEN

Commissioner of Securities and Insurance
Montana State Auditor

BJ{L{ éﬁ\.

Y¥NNE EGAN
Deputy Commissioner of Securities

CERTIFICATE OF SERVICE

[ hereby certify the foregoing was served by pre-paid US mail, certified, return receipt

requested, on the Z day of August, 2010, on the following:

Julie R. Mueller
Associate Counsel
ACN

1000 Progress Place
Concord, NC 28025
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Open Line = $50 g : Open Line =$30 = Open Line =$30
1st generation = $20 ' 1st generation =515 2 st generation =$15

CABs (Customer Acquisition Bonuses) are earned when TCs and above assist a newly sponsored TT in getting qualified within their first 30 days. There are no CABs for 3
Star RVPs. CABs will be paid 14 days following the new TT's start date once they qualify. A representative’s start date is determined by the date of payment of their TT
application fee. In order to receive CABs, TCs and above must maintain the minimum number of personal customers to be qualified as a Team Trainer. Please see the

bonus document on MyACN for promational adjustments to the Compensation Plan,

Preferred Customers - 2 Points Each : Other

Bundled Local and Long Distance Customer | Long Distance = 1 Point

Digital Phone Service with Video Phone .

(includes Primary Account for Family Pians) :
IRIS 3000 ™ Video Phone Customers count as 3 Pumts each =2
&0 days after the enter date =

| Digital Phone Service with Phone Adapter* = 1 Point

Wireless' - new accounts (individual or air card)

(includes Primary Line for Family Plans) i

atellite TV1 D]RELTV (Residential & Busmess) or DISH Network-'-'.' New Dial-Up Internet - commission only /Existing Dial-Up customers = 1 Point

Satellite TV' - DISH Network Family Plan Customer = 1 point

! Digital Phone Service Family Plan = 1 Point per line (limit 4 lines per primary account)

| Wireless Extensions’ (any number of lines) = 1 Point

Wireless Family Plan' (2-3 lines) = 1 additional Point
Wireless Family Plan' (4-5 lines) = 2 additional Points
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i Wireless Add-A-Line' (3-4 lines) = 2 Points
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ACN Your Business Assistant** = 1 Point
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Personal®

1 1/4%
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______ 2 /4% 10
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: 14 Cn% 20
5 3% 40
6 5% 7% 40
'. 40

A3 Star RVP earns comm]sqons on all customms beIow 7th IeveI to
|an unhmited :'1um}3e:r Dflever to the next 3 Star R‘u"P s !tl‘ ievel

Open Line 4 Star RVP 11/2% 3%
1st Generation 4 Star RVP 1% 2%
2nd Generation 4 Star RVP 1/2.% 1%

A 4 Star RVP earns cammlsslona on all customers below 7th Jevel to-
an unlimited number of fevels to the next 4 Stdr RVP’S 7th Ievel

¥ See Personal Commissions schedule below,
¥ DSLInternet Service Is 50% commissionable. Dial-Up Intemet Service is

1010% commissionable,

Hoa

3 Star RVP commissions are not paid to 4 Star RVP or SVP positions.

Mate: 3 Star RVPs, 4 Star RVPs and SVPs must maintain minimum Team
Trainer qualifications to qualify for commissions.

so to $1 999
$2,000t0 $2,999
$3,000 to $3,999
$4,000 to $4,999
45,000 to $5,999
$6,000 to $6,999
$7,000 to $7,999
$8,000 to $8,999
$9,000 to $9,999
$10,000 +

*Unline commissions are half the standard commissions if the personal
customer volume exceeds $3,000

Mate: ACN reserves the right to adjust the commission schedule for
incividual accounts such as business and affinity programs where required.

Subject to ACN terms & conditions and policies & procedures of the
Independent Representative Agreement,

Success as an ACN Representative is not guaranteed, but rather influenced
by an individual's specific efforts. Not all Independent Representatives
imake a profit and no one can be guaranteed success as an ACN
Independent Representative.”

AT &

www.acninc.com

AWMU

One Line or Air Card - $40

2 Line Family Plan - $60

3 Line Family Plan - $70

- 4line Family Plan- $80

.5 Line Family Plan- $90

Single Line Extensions - $20

2 Line Family Extensions-$30 *

3-5 Line Family Extensions - $35

“Add-A-Line - $10 per line

T-Mobile Wireless FlexPay - $20

Dish Famiiy Plan $19.99

HOME SECUBITYCOMM!SSION BILLING PER MONTH

 (Paid over contract term

540

Commissions are calculated based on fully commissionable, actual monthly billings,
excluding Wireless, Satellita TV and Home Security. Commissionable Revenue for Wireless,
Satellite TV and Horne Security customers are a fixed amount based on the plan.

*Unless a customer cancels prior to the end of the term.
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Concord, NC 28025-2449

\ s INDEPENDENT REPRESENTATIVE AGREEMENT

Phore: (704) 260-3226 Office Use Data Entry Date f
ﬂ . ‘ Fax: (704) 260-3652 Only i
www.acninc.com !

PLEASE TYPE OR PRINT CLEARLY Rep'%?g?éimvﬁ:me Individual Company

APPLICANT INFORMATION LIST HARE OF COMPANY, WOT ES

Last Name First Name M.dd!e Insitial Home Ie!ep»hnne {with arez rode} | Social Security # Birthdate of Applicant

Cormpany Mame (Procf of Company Narne, Business Tax 1D & or Employer YD ¢ required) | Celfular Telephone (with arez code) . Federal Tax 1.D.4 (if applicable) { Binheate of Principal

Malling Addrass City State Zip Code

i E-mail Address

SPONSOR INFCRM ATION

Last Name First Nama Middle Inidfal Telephone [with area code| | Representative L.D.

[J 4409 TEAM TRAINER

|, the undersigned, authorize ACN to charge the credit card account listed below and acknowledge that | have legal authority to enter into this agreement. | have
carefully read the Terms and Conditions and acknowledge this by signing at the bottam of the page.

Signature Printed Name

Select payment method: L3 Personal Check (make payable to ACN) €} Cashier's Check [J MoneyOrder T3 American Express, Discover, Master Card or Visa
Cradit Card Account Mumber Expiration Date O

When you provide a check as paymertt, you autherize us either to use the information from your check to make a one-ime electronic fund transfer from your acoount or 1o process the
payment as a check transaction. When we us= this infaermation from your check to make an electronis fund transfer, funds may be withdrawn from your account as soon as the same day
you make your payrment, and you will not recelve your check back from your financlal institution. In the event that your check is returned unpaid for insufficient or uncollected funds, we
may electranically debit your account for the principal amount of the check,

| understand that there is no requirement beyond filing of this application and no purchase of sales or training materiak are required to become an independent Representative

other than tha purchase of a Training Kit, which is sold at ACN's cost. My advancement to higher levels in the ACN Comparsation Plan is based upon the acquisition of customers and
telecor lcationsf usage. | acknowledge that any purchase of sales alds, training materials or training is strictly voluntary. | also und d that if | choose ta sponsor others to
participate In ACN‘s Compensation Plan, | will not receive any compensation whatsoever for the act of sponsoting of recrutiting, and that | will be compensated based upon the activities of
other Independent Representatives (IRs) only to the extent of sales made by them to end user customers. | acknowledge that if | am executing this Agreement on behalf of a company of
any kind, | nevertheless remain personally responsible for the performance of all of the duties and cbligations described In this Agreement.

1. |, the undersigned Applicant affirm that | am of legal age In the state of execution of this Agreement. |

2. lund d that this A is not binding until received and accepted by ACK. 1 agree to timely pay far any products, materials, services or other items that purcnase from ACN,
In the event that | am delmqu.cnt with respect to such payments, | acknowledge that ACN may offset such debr frern any monles cwing to me under its Compensation Program.

3, lagree that| am an R respansible for my own business and not an agent, legal representative or employee of ACN ar any party with whom ACN transacts oF contracts business. |
agree that 1 will not be representing In any manner, that | am an agent, representative, legal representattve or empfayee of ACN or any party with whom ACN transacts or contracts
business and will not be treated as an employee for purposes of any federal, state or kocal statute, regulation, ordinance o ather taw.

4, !'may terminate this Agreement for any reason, at any time, by giving ACN prior written notice atits address of record, ACN may terminate this Agreement pursuant to its Policies and
Procedures or in the event that | breach any pan of this Agreement.

5. Upon request or written notice of terrmdnation of this Agreement pursuant 1o the procedures set forth by Paragraph 4 wrlhin one (1} year from the date of purchase, ACN shall
repurchase the Training Kit, (at a cost of $50.00), provided that the Training Kit is retumed to ACN in a reuseable con dlthn.

6. lacknowledge that as an IR, | am not guaranteed any income nor am | assured any profits or success, and | certify that no daims of g d profits or repr Jons of expected
sarnings that might result from my efforts as an IR have been made by ACH of my sponsor. In this connectien, | shall not represent directly or indirectly that any persan may, can or
will earn any stated gross or net amount nor that sponsorship of other IRs is easy to secure or netain ar that substantially all IRs will succeed.

PLEASE SEE PAGE 2 FOR ADDITIONAL TERMS & CONDITIONS

NOTICE OF CANTELLATICN

| may cancel this transaction, without penalty or obligation, for a full refund, within ten {10) business days from the date of this Agreement, exclusive of the date of signing or If processed

electronically the date this Agreement is submitted to ACN for processing. | understand that if | cancel after the tea [1C) day period. | am not entitied 10 a full refund. This limitation is not
applicable in Georgia or if supercaded by any state kaw. If | cancel within the ten [10) business days from the date of this Agreement, any payments made by me undes this Agreement and
any instrument executed by me will be returned within ten {10) business days following receipt by ACN of my Cancellation Notice. To cancel this Agreement, | must mad, via registered or

certified mat, retum receipt requestad, or deliver parsonaliy to ACN a signed, dated copy of 3 Notice of Cancellation, or send a telegram to: ACH, In¢, 1000 Progress Place, Concrd NC 28025-
2445, If cancellation occurs after ten [10) business days from the date of this Agreement, Item #5 above applies.

TERMS

| heseby apply to become an independent Rep ative for ACN, Inc. and have carefully read and agres to abide by all terms and conditions of this Agreement including terms #7 1o
#23 an page 2, theCompematlon Plan, the ACN Antl-Slamming Policy and the ACN Policies and Procedures which are incorporated by reference hereln. PLEASE SEE ITEMS £4 & #5 FOR
IMPORTANT CANCELLATION INFORMATION.

By signing this applicaton, It Is hereby confimed that nelther this applicant, the applicant’s spowse or life partner (unless they are the applicant’s sponsost have had any ather Interest and/or
benefit in any other AQH distibutorship within, if applicable, the 12 manths prior ta the Effective Date of this Agreement, a5 set forth in the current, Folicies and Procedures attached hereto.

| prefer my kit in the following language (choose one) Applicant’s Signature “Date
English Kit (3 Spanish Kit (J

Kit Received: [lves [ o

Applicant’s Printed Name

Your Team ID number is: . Istpage-ACNcopy  2ndpage-Sponsorcopy  3id page- Representative copy
SATH . Inc. 2008 UIS_IR_RP_W_042009
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1 understand that ACN offers various services in different markets and, based on business conditions, centzin services or the markets where the services are offered may change from time
to time without notice. Further, | understand that ACN strangly rec s the marketing of all available services by IRs to their praspective customers,

ACN’s renewal fee commences after the IR's first anniversary date. The annual fee is for servicas provided by ACN which include but are not lim'ted to tracking of personal customers,
tracking of downline Iis and accounting senvices. Tha IR can obtain a renewal 2application from the ACN website, Renewal application and fee must be received by ACN no later than 30

days after the IR's anniversary date or deactivation of the IR position will occur, resulting In the forfei of b commissions or ather payments from ACN. There is a fee 1o process
all payments made to IRs.

lacknowledge that my IR relationship is with ACN and not with any carrier, supplier, or service provider with whom ACN transacts or conducts business.

Inthe process of selling or othenwise promoting the preducts or services that ACN ma riets, | agree that |, as an IR, will oparate in a lawful, ethical and moral manner and | agree to make
no false of misleading statements regarding the various relationships between ACN, the said carrier/supplier/service provideris) or me and the products or services. | agrae not to recruit
new IRs on the basis of promoting the sale of any one service effered by ACN and that i shall follow the company’s recommended practices of promoting and selling all services. |
specificaily acknowledge that | shall not engage in the slamming of a customer,

{understand that dusing any Investigation by ACN with respect to my breach of this Agreement andfor ACN's Polleles and Procedures, my distributorship may be suspended by ACN and
any payments which may be otherwise owing 1o me shall be escrowed until final resolution has been achieved. [ acmovdedge that in the event of my viclation of this Agreement and/or
ACN's Polidies and Procedures my distributorship ghts may be terminated without further receipt of commissians o payments of any kind.

| agree 10 keep accurate records and shall not engage in or perform any misleading, deceptive or unethical practices. 1 further agree to abide by all faderal, stare and bocal laws and
regulations governing the sale ar solicitation of the products and services mariated by ACN and/or its carrierfsupplier/service provider(s), including but not limited to, any and all permits
and licenses required to perform under this Agreement.

Neither ACN nar any telec ionsiintemer carvier/supplier/service provider companies with whom ACN transacts or cantracts business shall be liable under any circumstances
for any damage or icss of any kind, including indirect, special, punitive, cempensatory, or consequential damages, losses or profits which may result from any cause, including but not
limited to, breach of warranty, delay, act, error or omission of ACN or any camier/supplier/service provider(s), of inthe event of discontinuation or modificaticn of a product or service by
ACN or Its carrier/supplier/service provider(s). 1 understand that the obligations of ACN and/or ts carrler/suppliar/service provider(s) are imited to the peformance of best efforts to
procass customer orders for acceptance and approval of requested services.

1 understand that as 2n IR, } am free to select my owr means, methods and manner of operation and that | am free to choose the hours and location of rmy activities under this
Agreement, subject enly to the terms of this Agreement and all ACN Policies and Procedures.

1 acknowledge that ACN markets products and services 1o end customers at rates established oy ACN or its carrler/suprlier/service provider(s) fram time to time and that those products,
services and rates shall be subject to change withowt prior notice. =

- lacknowledge that | am responsible for supenvising and supporting Independent Representatives of my downline. |agree w maintain regular communication in suppert of my downline

representatives through verbal and written communications.

. ACN shall periodically make vatious sales literaturs, promotion materials, training and other products or services available. |, however, am under no bbﬁgatian 0 purchase any quantities

of thosa materials or services at any time, Rather, E will have the option to order and purchase any materials or services, which | may choose, IF{ choose to purchase such makerighs then

1 may return any unused, unopened and currently marketable ftems for up to one year and receive a refund of 90% of the purchase price. | will incur the cost of shipping sald materials
1o ACNL i

| acknowledge that | have the right te sign up as many personal customers as | wish, For each personal customer signed, | wifl feceive @ commission each month from my personal
customers' telecommunications usage payments and from my network of IRs in accord with the currently valid ACN Campensatian Plan. ACN reserves the right to vary or change
eligibility s set out in the compensation plan. Any other payments I recelue will be based upon Rulfilling certain terms of qu:aliﬁmrim as set forth by the ACN Compensation Plan. |
agree that as an ACN Sales Representative, | shall place primary emphasis upon the sale of telecommunications/intemet services 1o nondistributor customess as a condition of my receipt
of commissions, Under certain circumstances, commission rates may be ad)usted for promotional products or negotiated pr1:|:rng. | agree that any payments made to me by ACN in

check form that remain uncashed by me after six {6} months from the date on the check are forfeited by me and tt fter are the property of ACN.

Tagree to indemnify and hold ACN, its shareholders, directors, afficers and employees harmless from any and all claims, damages, and expenses, including any attorneys’ fees, 2+lsing
out of my actions or conduct in violation of this Agreement. In the event a dispute shall arise between myself and ACN as to our respective rights, duties and obligations arising out of
or relating to this Agreement, and the Policies and Procedures of ACN It Ts agreed that such disputes shall be exclusively resoqved through binding arbitration before the American
Arbitration Assoclatlon pursuant te the Commerdial Rules of Arbitration. The arbitration shalf be held in Charlotte, North Carciina before a panel of three arbitrators, each side choosing
one and then the twe choosing the third. All claims hereunder must be brought within two (2) years of the date o which the facts or circumstances giving rise to the claim are alleged
to have happened. The laws of the State of New York will apply to the rescfution of the dispute unless otherwise agreed in witing. The award of the arhitrator shall be final and may be
entered in any court of campetent Jurisdiction. This provisicn shall net restrict ACN from sesking preliminary or pemanent injunctive reflef in any court of competent jurisdiction,

| acknowledge that | have received the ACN Policles and Procedures. 1 understand and agree that the Policies and Procedures are binding upen me. [ further acknowledge that ACN
fully reserves its right to modify this Agreement, the ACN Palicles and Procedures and its Compensation Plan at any time by providing me with written notification or verbal
commurication through the ACN website (www.acninc.com), or such modifications through ather written or verbal communication from ACN. For purposes of this Agreement, my
address as indicated on this Ag shall be d d to be my correct address unless and until written notification of a change of address is provided by me 10 AZN,

| acknowledge that this Agreament, the Compensation Plan and the ACN Policies and Procedures incorporated herein by references constitute the entire Agreement between the partlss
hereto and shall not be modified or amended except as described in item 20 abave. This Ag shall be binding upen and inure to the benefir of heirs, successors and permitted
assigns of the parties hereto, If any pronision of the Agreement is detarmined by any authority of competent jurisdiction to be invalid or unenforceable n part or in whole for any reasan
whatsoever, the validity of the remalning provision or portions theseaf shall nat be affected thereby.

. 1 acknowledge that the Compensation Pian is based on current products ACN is marketing and is subject 1o change without natice.

During the term of the Independent Rep ive Agreement, rep: ives may not, directly orindirectly, sell ta or solict telecommunications/Internet senvices or other products
or services offered by ACN through any person or entfty other than that specifically designated or approved in writing by ACN, Independent Representatives shall not, during their
relationship with ACN and for a period of one (1) year thereafter, directly or indirectly, diven, entice, knowingly call upon, sell or solkit, teke away or mave any customer of ACN ot its
carrier/supplier/service pravider|s), whather or not the Independent Representative originally procured or brauight such customer to ACN (such acthvities are mllectively referred to
herein as 'Sollcitation”. All customers selicited by Independent Representatives an behalf of ACN and its carer/supplier/service provider(s) are deemed to be customers of ACN or its
carrier/supplier/sarvice provider(s} and not of its Indepencient Representatives. Independent Representatives understand that such non-solicitation prohibition shall be strictly enforced
and that ACN's carrier/supplier/service provider(s) shall be a third party beneficiary of this prohibition as well as any proprietary and confidential infarmation provided to ACN which
intum is received by Independent Representative. Further, during the term of the Independent Representative Agreament and for a period of one (1) year thereafter, representatives
may not enter Into a direct marketing relationship with any carrler/supplier/service provider of ACN. During the term of this Agreement and for a period of one (1) year thereafier, ACN
Independent Representatives may not solicit an ACH Independent Representative, whether activa, inactive, individual or entity to participate in a network marketing program offerec by |
any ather company, regardiess of whether or not such network marketing company affers competing products or services, Without limitng in any way ACN’s right to pursue all rights
and remedi flable to it, vielation of this cove and condition will result in, but is net limited to forfeiture of all distributorship rights, induding all current and future commissions,
bonuses and payments of any kind.
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